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MASSACHUSETTS

HEALTH POLICY COMMISSION

VOTE: Approving Minutes

MOTION: That the Commission hereby approves the minutes
of the Commission meeting held on November 20, 2019 as
presented.
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es of Transactions Noticed
TYPE OF TRANSACTION NUMBER FREQUENCY
Physician group merger, acquisition, 23 219
or network affiliation
Clinical affiliation 23 21%
Acute hosplta! merger, acquisition, 22 2104
or network affiliation
Formation of a contracting entity 20 19%
Merger, acquisition, or network
affiliation of other provider type (e.qg., 13 12%
post-acute)
Change in ownership or merger of

. L 5 5%
corporately affiliated entities
Affiliation between a provider and a 1 10

carrier



Notice Currently Under Review

. Proposed merger between two federally qualified health centers, East
Boston Neighborhood Health Center (East Boston) and South End
Community Health Center (South End), under which South End would
merge into East Boston.
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Elected Not to Proceed

>HPC

Proposed joint venture between Baystate Medical Center (Baystate) and
Greater Springfield Surgery Center (GSSC), an ambulatory surgery
center located in Springfield, under which Baystate would acquire 51% of
GSSC.

Proposed acquisition of Exeter Health Resources (EHR) by Partners
HealthCare System (Partners). EHR includes Exeter Hospital, an acute
care hospital in Exeter, New Hampshire, as well as a multi-specialty
physician practice, Core Physicians, and a visiting nurse association and
hospice.
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2019 HEALTH CARE

COST TRENDS REPORT
SELECT FINDINGS




Outline of 2019 Annual Health Care Cost Trends Report
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Main Report

Overview of trends in spending
and affordability

Commercial hospital inpatient
trends

Commercial hospital outpatient
trends

Policy recommendations and
dashboard of performance
metrics

Chartpack

Provider organization performance
variation (spending, utilization,
and low-value care)

Hospital utilization

Post-acute care

Alternative payment methods
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Overview of Trends in Spending and Affordability: Key Findings

Despite meeting the benchmark, challenges persist.

Massachusetts total health care expenditures (THCE) equaled 3.1%,
matching the benchmark target for 2018

Commercial spending (including administrative costs) per person grew
4.6% in 2018.

High deductible plans accounted for 31.5% of enrollment, up from 28.5%.
Cost sharing grew 5.6% for commercially-insured residents.

Family premiums grew 15% from 2016 to 2018 (from $18,955 to
$21,801).

Health spending absorbed 39% of income growth for a family with
employer coverage from 2016 to 2018.
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From 2012 to 2018, annual health care spending growth averaged 3.4%,
below the state benchmark.
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Spending per enrollee grew above the benchmark rate for both the
commercial and Medicare fee-for-service sectors.

Commercial MassHealth Medicare Medicare FFS
(MCO+PCC+ACO) Advantage

6% 5.4%

4%

2%

0%

-2%

L 0.8% J

4%

M Spending per enrollee ™ Enrollment [ 4o, ] Change in total spending

Notes: Medicare FFS spending does not include Part D prescription drug coverage. Commercial spending and enrollment growth includes enrollees

with full and partial claims and the net cost of private health insurance. MassHealth includes only full coverage enrollees in the MCO, PCC, and ACO
H PC programs. Figures are not adjusted for changes in health status.

Sources: Center for Health Information and Analysis Annual Report, 2019
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Commercial

Nearly 40 cents of every additional dollar earned by Massachusetts
families between 2016 and 2018 went to health care.

Allocation of the increase in monthly compensation between 2016 and 2018 for a median
Massachusetts with health insurance through an employer

............. G277 - vvvvrenenns
$165 : : $270
STATE AND $184 $53 ' FINAL INCREASE
FEDERAL EMPLOYER EMPLOYEE $40 IN TAKE-HOME
TAXES PREMIUM PREMIUM COPAYS AND PAY
I SPENDING ~ CONTRIBUTION DEDUCTIBLES I

I
L 23 CENTS pug I L 38 CENTS puuuuuuy

State and federal taxes Health care Take home income

I

Notes: Data represent Massachusetts families who obtain private health insurance through an employer. Massachusetts median family income grew from $95,207 to
$101,548 over the period while mean family employer-sponsored insurance premiums grew from $18,955 to $21,801. Compensation is defined as employer premium

contributions plus income as recorded in the ACS and is considered earnings. All premium payments are assumed non-taxable. Tax figures include income, payroll, and

state income tax.
H PC Sources: HPC analysis of Agency for Healthcare Research and Quality (AHRQ) Medical Expenditure Panel Survey Insurance Component (premiums) American
Community Survey (ACS) 1-year files (income), and Center for Health Information and Analysis 2019 Annual Report (cost-sharing).
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Commercial Hospital Inpatient Trends: Key Findings

Total hospital inpatient spending grew 3.7% in 2018.

2013 to 2018.

Volume fell due to declining birth rates and fewer scheduled
admissions.

ﬁﬂ For commercial patients, spending grew 11% while volume fell 14% from

Spending growth was driven by price increases and increased patient
acuity:

Patients acuity increased more than 10% from 2013 to 2018.

Evidence indicates that increases in patient risk scores and acuity are
better explained by changes in clinical documentation and coding
practice than by changes in actual patient health status. Increased
coding efforts are not unique to Massachusetts and are subject to

auditing and oversight by payers.t

While there are benefits to more complete and accurate coding,
increased coding intensity may impair accurate performance
measurement and has resulted in millions in additional spending.

£
EES Some inpatient care is shifting to hospital outpatient settings, yet not all
potential savings are being realized.

: H PC Notes: 1See, for example, Seibold, Michael F. "Impact of commercial over-reimbursement on hospitals: the curious case of central Indiana." International journal of health
economics and management 19.1 (2019): 99-1 1 4 . Massachusettsd acuity Bsimiartod)s seads.fSeerMedRAC March 20&9 Apradl Repant t 17



Commercial

Commercial inpatient spending grew 11% even as volume fell 14%
between 2013 and 2018.

Cumulative change in commercial inpatient hospital volume and spending per-enrollee (percentages)
and absolute, 2013-2018

15%
Commercial

$4.1B :
10% /- spending

N /
° Spending per commercial
$3.6B discharge grew 29%

(5.2% annually),

0% . : : :
2013 2014 2015 2016 2017 2018 from $14,500 to $18,700,
| 248K | from 2013 to 2018.
-5%
-10%
Commercial
discharges
-15%

== Change in spending since 2013 == Change in volume since 2013

Sources: CHIA Hospital Inpatient Discharge Data, 2013-2018. Commercial full-claims TME from CHIA Annual Report TME Databooks. 2019 Annual report (for 2017-8

<> H PC Notes: Data points indicate % growth from previous year (2013=0). Volume data correspond to fiscal years while spending data are calendar years.
growth and 2016-7 growth), 2018 Annual Report (for 2015-6), 2017 annual report (for 2014-2015) and 2016 Annual Report (for 2013-4 growth).
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Commercial

Statewide commercial member risk scores rose 11.7% between 2013 and 2018.
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This amount of increased risk is equivalent to 430,000 more privately-insured Massachusetts
residents with complex diabetes or 920,000 more residents with cerebral palsy.

Notes: Risk scores normalized to 1.0 in 2013. United, Cigna, BMC Healthnet, Minuteman, NHP and Celticare excluded due to data anomalies or fluctuating membership.

‘> Sources: CHIA TME databooks, 2016 and 2018. Federal Register vol 78 no. 47 March 11, 2013, Adult Risk Adjustment Model Factors. Burden of chronic disease analyzed
HPC using the CDCés BRFSS survey; rates of arthritis and di abet eceasedfieam2§1l3 MGL6. hife hus et
expectancy was unchanged. Impact of population aging assessed using insurer demographic data combined with age/sex/spending profiles from the APCD. 19



As illustrated by COPD patients, the acuity change is driven mostly by
more patients coded as high-severity for a given diagnosis.

Severity 4

ICU days and length of stay declined for
these patients from 2013 to 2018



